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ABSTRACT 



This study examined how closely 11 accepted principles for 
managing budgets were followed at 98 public college campuses during the first 
half of the 1990s, a period of budget problems. The colleges reviewed were in 
six states: California, Florida, Massachusetts, New York, Texas, and 
Wisconsin. The study found that (1) planning was not inclusive, since faculty 
and students were underrepresented; (2) few institutions had both long- and 
short-term budget plans; (3) most campuses relied primarily on selective 
cuts, although a strong minority allocated cuts across the board; (4) 
criteria for cuts reflected ease and availability rather than quality or 
priority; (5) expenditure reductions exceeded revenue increases on most 
campuses, but tuition and fee increases restricted access in several states; 
(6) although most institutions favored short-term personnel strategies, a 
strong minority included layoffs and retrenchments; (7) most campuses acted 
to raise productivity and performance in administration and management but 
avoided academic areas; (8) most campuses did not eliminate academic programs 
to improve quality and efficiency; (9) most campuses limited restructuring of 
offices and activities to administrative functions; (10) few campuses 
refocused their missions based on institutional strengths and student 
demands; and (11) most campuses did protect quality and access in 
undergraduate education, but a large minority conceded that both had 
declined. Detailed tables are appended. (DB) 
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§ Introduction 

By the early 1990s, the drumbeat of restructuring rolling through the corporate world echoed on 
public campuses. Critics claimed that campuses suffered from similar ills to those plaguing corpo- 
rations. Colleges and universities reeled from rising costs and competition, falling productivity and 
performance, and diminished resources and results. The remedy of restructuring then reshaping 
American industry, they argued, should also remake public campuses. Public accountability would 
become the campus equivalent of corporate profits. By the early 1990s, public colleges and univer- 
sities in many states appeared to have no choice. The historic declines in accustomed state support 
seem to demand drastic measures and fundamental changes. 2 

Commentators predicted that trying times would force restructuring on public campuses. “The 
1 990s promise to be a time of wrenching transition for American colleges and universities,” said the 
Christian Science Monitor in 1992. “. . . With budgets declining and criticism rising, many univer- 
sities. . . find they may have to make sweeping changes to stay in business.” 3 Clark Kerr — the ar- 
chitect of the California master plan — declared that “these few years of the middle ’90s will be a 
defining moment in the history of higher education.” 4 Although he spoke of California, he could 
have been talking about public higher education in many states. In 1993, Edward Hines, editor of 
State Higher Education Appropriations, saw bleak budgets leading to “the beginning of a funda- 
mental reshaping of higher education ” 5 Elaine El-Khawas in Campus Trends 1994 claimed that 

“reorganization and redirection may be the defining themes of the 1990s for American higher edu- 
cation.” 6 Restructuring and reengineering — the management strategies that had made the ele- 
phants of industry dance — would, it seemed, transform the animals of academe. 



§ Budget Principles and Practices 

The choices for public campuses seemed clear. The problems demanded fundamental not incre- 
mental changes, collaborative not hierarchical planning, long- not short-term strategies, curtailed 

1 The Henry Luce Foundation generously supported the research on how colleges and universities and university 
systems dealt with the budget problems of the 1990s. For the experience of systems, see Joseph C. Burke, 
“Multi-Campus Systems: The Challenge of the Nineties,” in Jerry Gaither (ed.). The Multicampus System. Sterling, 
VA: Stylus Publishing, 1998. 

2 Edward Hines, State Higher Education 1990-91 through 1995-96. Denver: State Higher Education Executive Offi- 
cers, 1991-1996. 

3 December 16, 1992. 

4 California Postsecondary Education Commission, Report 93-21 , October 1 993. 

5 Chronicle of Higher Education, October 21, 1993, A21. 

6 American Council of Higher Education, Washington, DC, 1 994 
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not comprehensive missions, and client- not provider-driven decisions. The following prescription 
for managing budgets in trying times contains 1 1 principles that seem almost truisms. They consti- 
tute a consensus in the literature of how public campuses should deal with budget problems: 7 

1. Implement an inclusive and collaborative planning process; 

2. Develop long-term as well as short-term budget plans; 

3. Cut selectively, not across-the-board; 

4. Make expenditure reductions exceed revenue increases to avoid excessive tuition 
and fee increases; 

5. Use quality and priority, not equity and ease, as the criteria for cuts; 

6. Base personnel decisions on long-term, not short-term, strategies; 

7. Raise both productivity and performance in all areas, including instruction; 

8. Reduce the number of degree programs to improve quality and efficiency; 

9. Restructure offices and activities to reduce costs and improve performance; 

1 0. Refocus campus missions on institutional strengths and student demands; 

1 1 . Protect both the quality of, and access to, undergraduate education. 

These principles sought both quality and efficiency. They prescribed doing better with less, 
rather than just doing less or even more with less. Gordon Davies, then director of the State Council 
of Higher Education in Virginia, urged “restructuring of a long-term nature, as distinct from 
belt-tightening.” 8 The “Criteria for Restructuring” adopted by the Council of Higher Education in 
Virginia asked its colleges and universities, whether they restructured faculty roles, institutional 
missions, campus curricula, administrative organizations, and internal governance. 9 

All leaders — but not most critics — know that prescribing principles in theory is always easier than 
pursuing them in practice. As Socrates said: Knowing and doing are two quite different acts. Campus 
cultures and state politics play havoc with budgeting principles. A campus leader who tried to imple- 
ment all of these principles — especially all at once — would not remain a leader for long. Drastic ac- 
tions, especially on budgets, often alienate the campus community and destroy the ability to lead. Just as 
often, such actions lose support in state capitols. Governors and legislators demand strong leadership of 
public colleges and universities, but usually on the impossible condition that drastic decisions come qui- 
etly with muted opposition. For campus leaders, like comedians, timing is critical. Knowing when to 
push for controversial actions and when to placate the opposition is crucial. Drastic changes do disrupt 
colleges and universities, diverting attention from the primary purposes of teaching and learning and re- 
search and service. When controversy covers a campus, little of the real work gets done. 

The principles themselves also create problems. Nearly all of them are controversial. Some seem 
contradictory, while several require judgments, which is always debatable, especially on campus. 
Cutting selectively, dropping programs, refocusing missions, raising productivity and performance, 

7 See, for example, The State Council of Higher Education Virginia, Restructuring Criteria. Richmond, VA: 
SCHEV, 1994; Education Commission of the States, Policy Papers on Higher Education, Restructuring Colleges 
and Universities: The Challenges and Consequences, 1996; David W. Leslie and E. K. Fretwell, Wise Moves in 
Hard Times: Creating & Managing Colleges & Universities. San Francisco: Jossey-Bass, 1996. George Keller, 
Academic Strategy: The Management Revolution in Higher Education, Baltimore: Johns Hopkins University 
Press, 1983. Barbara Uehling, “So Money is a Problem,” Journal for Higher Education Management 7, Win- 
ter-Spring 1992, pp. 7-13. 

8 Editors of The Chronicle of Higher Education, The Almanac of Higher Educationl 995 .Chicago: University of Chi- 
cago Press, p. 292 

9 SCHEV, Restructuring Criteria. 
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and restructuring offices and operations inevitably create controversy. The status quo always has en- 
trenched supporters, and even opponents have learned to live with it. Participants in most organiza- 
tions naturally prefer certainty to change. In addition, the call for inclusive and collaborative planning 
appears incompatible with producing controversial plans, which always have losers as well as win- 
ners. In the planning process, potential losers are always vocal, while obvious winners are usually si- 
lent. The complexity of colleges and universities also complicates planning. Their multiple purposes 
often produce conflicting goals. Maintaining undergraduate access can erode academic quality; and 
raising productivity and performance offer objectives that can conflict. Deciding which programs ex- 
hibit quality and require priority represent judgment calls that opponents can and will dispute. 

Circumstances, whether they arise on college campuses or in state capitals, do call for caution or 
accommodation, but these conditions do not deny the validity or the necessity of the budgeting princi- 
ples. These principles state what should be done, though they never determine when, how, and — at 
times — whether they should be implemented. Practice should soften the application of principles, 
but principles must stiffen practice.Practices represent tactical decisions, while principles involve 
strategic considerations. The easy way for leaders in most organizations is to go along to get along. 
But the easy way is seldom the best way for real leaders. Leaders must be seen as principled as well as 
flexible. Leaders without the courage and convictions to make principled decisions have few follow- 
ers in the long run. Leaders should never be hard headed in adhering to principles whatever the cir- 
cumstances, but they should be tough minded in insisting on them whenever necessary. 

Leaders learn all too quickly how to survive, but the best realize in time that survival is not syn- 
onymous with success. Long-term success depends on their willingness to make difficult decisions 
and debatable judgements, such as cutting programs and budgets selectively based on their best es- 
timates of quality and priorities. Collaborative planning incorporating diverse constituencies and 
interests obviously presents problemsin developing plans that benefit the campus as a whole but not 
each of its parts. Despite this difficulty, campus commitment, or at least acquiescence, is impossi- 
ble without wide participation. No leader should court controversy. Popularity is desirable but 
never at the price of avoiding actions that are essential to success. The true test of leaders is not the 
length of their tenure but the impact of their actions. And the impact of their actions, and often the 
length of their tenure, depends not on their momentary popularity but their long-term effect. 

With all their qualifications and problems, the principles offer a test of good planning and budget- 
ing. These principles should shape — but not dictate — budgeting practices in public colleges and 
universities, especially in trying times. If there ever was a time for tough and principled decisions for 
many, perhaps most, campuses, it surely came in the first half of the 1 990s. Still campuses can not act 
alone. Such times also suggested that states should revise the factors that determined their allocations 
to campuses. They should reduce the emphasis on input measures such as base budgets, enrollments, 
and inflationary increases, while increasing the stress on performance and productivity. 



§ The Study States 

To test whether practices followed principles, the Public Higher Education Program at the 
Rockefeller Institute examined how public colleges and universities dealt with the budget problems 
in the first half of the 1 990s. We surveyed the chief finance officers of public four-year colleges and 
universities in six states: California, Florida, Massachusetts, New York, Texas, and Wisconsin. Al- 
though institutional actions in just six states cannot stand for campus performance in all the states, 
these six enroll a large percent of the students in public colleges and universities. They also include 
the largest systems in the nation and represent the full range of system types and of doctoral and 
nondoctoral campuses. The six states cover major regions of the country and exhibit divergent atti- 
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